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purpose necessary for the protection of
the interest of the lender or borrower.
The additional advance will be charged
against the borrower. Repayment of
the protective advance shall be auto-
matically guaranteed or insured at the
same percentage rate as applied to the
original amount of the loan upon the
Commissioner’s receiving notice from
the lender that an additional amount
has been advanced with a statement as
to the necessity and purpose(s) of the
advance. Such documentation shall be
furnished along with the premium for
the additional amount pursuant to
§ 103.43(b). The amount of any addi-
tional advance shall be scheduled for
repayment proportionately over the re-
maining installments of the unpaid
principal balance of the loan. The in-
terest rate charged on protective ad-
vances as provided for in this section
will be determined in accordance with
the provisions of § 103.41.

§ 103.23 Increase in principal of loans.
(a) Borrowers requiring additional

funds may apply for an increase in a
guaranteed or insured loan with the
same lender. Applications to increase
the amount of guaranteed and insured
loans which originally were approved
by the Commissioner, require his ap-
proval upon increases in amounts.
Lenders making insured loans which
under the provisions of an approved in-
surance agreement which did not re-
quire Commissioner approval, may ap-
prove applications for an increase in
the principal of such loans subject to
compliance with the limitations con-
tained in §§ 103.14 and 103.24. Such in-
sured lenders shall immediately notify
the Commissioner upon approval of an
increase in the principal of a loan and
remit the premium on the increase pur-
suant to § 103.43(b).

(b) The application for an increase in
the amount of a loan must show the
reasons why an increase is needed, the
amount and purposes for which the
funds will be used, and the repayment
schedule. If the financing involves an
economic enterprise, the application
must be accompanied by the informa-
tion required in § 103.15(a)(1) through
(17) of this part.

(c) The interest rate to be charged on
principal increases will be determined

in accordance with the provisions of
§ 103.41.

[40 FR 12492, Mar. 19, 1975. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 57 FR
46473, Oct. 8, 1992]

§ 103.24 Maturity.
The period of maturity of guaranteed

and insured loans will be determined
according to the circumstances, but
may not extend beyond 30 years from
the date of the first advance. All matu-
rities will be consistent with sound
business practices and customs of lend-
ers in the area.

§ 103.25 Amortization.
All loans shall be scheduled for re-

payment at the earliest practicable
date consistent with the purpose(s) of
the loans and the repayment capacity
of the borrowers. Lenders will require
amortization in accordance with cus-
tomary practices in the area for loans
for the same purposes. Loan payments
may be scheduled for repayment either
monthly, quarterly, semi-annually or
annually. Balloon installments shall be
avoided.

§ 103.26 Prepayments.
Borrowers whose loans are guaran-

teed or insured under this part 103 shall
have the right to prepay all or any part
of the indebtedness at any time with-
out penalty unless otherwise provided
for in the loan agreement. Lenders and
borrowers may agree that prepayments
applied to the latest loan installments
may be reapplied to current install-
ment(s) to cure or prevent any subse-
quent default. The Commissioner shall
be notified promptly by the lender
when payments are made in advance of
the due dates.

§ 103.27 Amount of security.
Lenders will require borrowers to

give security, if available, up to an
amount adequate to protect the loan,
without consideration of the guaranty
or insurance. The lender shall itemize
and describe the collateral given as se-
curity as described in §§ 103.15(a)(5) and
(10) of this part.

[40 FR 12492, Mar. 19, 1975. Redesignated at 47
FR 13327, Mar. 30, 1982, as amended at 57 FR
46473, Oct. 8, 1992]
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